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NEWSLETTER  JUST  FOR  EMPLOYERS 


We  wrote  this  newsletter  specifically  to  provide  information  to 
employers  and  payroll  clerks  Our  intent  is  for  this  newsletter  to 
reach  all  decision-makers  of  each  agency  By  "decision-makers," 
we  mean  county  commissioners,  members  of  boards,  city  or  county 
officials,  and  so  on.  However,  we  do  not  have  names  and  ad- 
dresses for  all  officials,  so  not  everyone  received  a  newsletter. 
Please  let  us  know  if  you,  or  another  official,  did  not  get  a  newslet- 
ter; we  will  send  one  to  you  or  that  official.  You  can  use  our  toll- 
free  number,  see  page  3. 

This  newsletter  discusses  changes  the  1999  legislature  made  in 
our  retirement  laws.  A  few  changes  are  very  significant.  We  will 
implement  some  changes  right  away  (IRS  qualification),  and  others 
over  several  years  (the  new  defined  contribution  plan).  These 
changes  will  have  some  affect  on  most  agencies.  That  is  why  we 
are  doing  a  newsletter  for  decision-makers.  We  hope  that  it  will  be 
helpful  to  you. 

We  also  designed  this  newsletter  for  payroll  clerks.  We  want  to 
inform  you  of  up  coming  changes.  We  assume  you  are  a  decision- 
maker, but  if  not,  we  still  want  to  keep  you  informed.   It  should  help 

prepare  you  for  changes  we  must 
make  to  payroll  reporting.  And,  to 
answer  questions  employees  may 
ask.  We  punched  holes  in  the 
newsletter  so  you  can  keep  it  in  a 
notebook.  We  suggest  you  place 
it  in  the  PERD  Reporting  Hand- 
book and  refer  it  when  needed. 
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We  printed  only  enough  copies  for 
payroll  clerks  and  decision-mak- 
ers. We  ask  that  you  not  distrib- 
ute it  to  other  employees  or  mem- 
bers. If  you  have  questions,  con- 
tact us;  you  can  use  our  web  ad- 
dress or  toll-free  number. 
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PURCHASING  SERVICE  PROCEDURES  TO  CHANGE 


The  Public  Employees  Retirement  Board 
(Board)  sponsored  IRS  qualification  com- 
pliance legislation  that  was  enacted  into 
law.  The  qualification  bill,  HB  119,  has  a 
dual  purpose.  First,  it  assures  your  plans 
will  meet  the  Internal  Revenue  Service's 
requirements  for  qualified  plans.  Second, 
it  takes  advantage  of  favorable  tax  treat- 
ments. 

One  favorable  tax  treatment  available  to 
public  plans  is  the  ability  of  members  to 
purchase  service  with  pre-taxed  dollars. 
If  employees  buy  service  on  an  install- 
ment plan,  the  employer  will  withhold  the 
contributions  on  a  pre-tax  basis.  The 
Board  asked  for  a  "Private  Letter  Ruling" 
from  the  IRS  to  implement  this  enhance- 
ment. We  must  follow  several  steps 
before  this  option  is  available  to  mem- 
bers: 

1.   The  IRS  must  issue  a  favorable 
ruling  accepting  the  new  provisions. 


2.  After  implementing  this  provision, 
all  additional  contributions  withheld  by 
the  employer  will  be  pre-taxed.  Any 
payments  made  directly  to  the  Board  by 
the  member  will  not  be  tax  deferred. 

3.  Each  employee  must  execute  an 
irrevocable  election  to  have  addition 
contributions  deducted  by  payroll  deduc- 
tion to  purchase  service.  Both  the  em- 
ployer and  employee  will  sign  the  form, 
and  each  will  retain  a  copy.  The  process 
will  be  far  more  formal  than  in  the  past. 

The  Board  will  notify  all  employers  when 
this  plan  enhancement  takes  effect. 
Once  in  effect,  employers  will  not  include 
the  additional  contributions  in  the  em- 
ployee's gross  income.  Nor  will  the  con- 
tributions be  subject  to  income  tax  with- 
holding. The  payroll  deduction  may  not 
be  less  than  three  months  or  longer  than 
five  years. 


!!!!N0  MORE  MEMBERSHIP  FEES!!!! 

Since  PERS  started  in  1947,  employers  have  contributed  $1.00  per  year  for  each 
PERS  member.  This  last  session,  the  Board  introduced  and  the  legislature  passed  a 
bill  to  eliminate  the  membership  fee. 

The  PERS  was  the  only  system  the  Board  manages  that  charged  the  fee.  The  purpose 
of  the  fee  was  to  help  pay  administrative  expenses.  However,  the  amount  collected 
minus  the  cost  of  collection  left  little  or  nothing  to  pay  expenses. 

Repealing  the  membership  fee  will  make  all  Board  plans  consistent,  and  State  and  local 
governments  will  save  money. 
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IMPROVED  COMMUNICATIONS 


TOLL-FREE  NUMBER 
1-877-ASK-PERB 

(1-877-275-7372) 

Now  you  can  call  us  without  cost  from 
anywhere  in  the  United  States  or  Canada. 
We  have  a  toll-free  telephone  number  for 
your  convenience  The  number  is  1-877- 
ASK-PERB  Payroll  clerks,  members, 
and  other  people  who  need  to  call  us  are 
welcome  to  use  this  number. 

The  Board's  staff  always  welcomes  the 
chance  to  help  employers  and  members. 


WEB  SITE  UP  &  RUNNING! 

We  have  established  a  nome  page  on  the 
World  Wide  Web  You  can  find  us  at 
http://vw/w. state. mt.us/doa/perb/perb.  htm. 
You  can  also  find  us  through  the  State  of 
Montana's  home  page  Once  at  the 
State's  homepage,  find  and  click  on 
"agencies"  under  government,  then  click 
on  "Public  Employees'  Retirement 
Board."  Our  web  site  is  not  as  detailed  as 
we  want,  but  we  are  working  on  it.  It  will 
continue  to  evolve  with  your  help. 

We  are  considering  other  possibilities  to 
add  to  our  web  list.  We  would  love  to 
hear  what  you  would  like  to  see  on  our 
web  site.  We  want  it  to  be  a  useful  re- 
source for  employers,  members  and  other 
interested  people.  Please  e-mail  your 
suggestions  to  lcuchine@state.mt.us  or 
call  (877)  275-7372.   (877-ASK-PERD) 


Directory  of  PERB  Contacts 


Benefit  Questions: 

Bernie 444-3953 

Kathy    444-3978 

Helen    444-5454 

Disability  Benefit  Questions: 

Ian 444-5444 

Family  Law  Orders: 

Keith 444-1387 


Payroll  and  Account  Balances: 

Mary 444-5458 

Jere 444-3147 

Leanne 444-5452 

Refund  Information: 

Linda  H 444-2953 

Toll  Free  Number 

Doreen   877-  275-7372 
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PERS  OPTIONAL  MEMBERSHIP 


A  source  of  great  confusion  in  current  retire- 
ment law  is  optional  membership  in  the  Public 
Employees  Retirement  System  (PERS).  HB 
182,  sponsored  by  Representative  Chris 
Ahner,  helps  clarify  optional  membership. 

Section  19-3-412,  MCA,  deals  with  optional 
membership.  Membership  in  positions  cov- 
ered by  the  PERS  is  mandatory  unless  the  law 
provides  an  exception.  The  employee  must 
choose  the  option.  The  law  allows  no  other 
exceptions  to  mandatory  membership. 

Generally  section  19-3-412,  MCA,  clearly 
lists  those  positions  for  which  membership  is 
optional.  Confusion  generally  comes  when  an 
employee  works  960  or  fewer  hours.  Some 
confusion  also  arises  when  members  accept 
positions  for  which  membership  may  be 
optional.  In  fact,  members  never  have  a 
choice,  because  they  are  already  members. 
Only  nonmembers  have  a  choice.  We  will 
attempt  to  clear  up  this  confusion  in  the 
remainder  of  this  article. 

First  we  will  deal  with  "part-time"  employ- 
ment. One  change  we  made  this  session  was 
to  remove  the  term  part-time.  We  made  the 
change  because  membership  may  be  required 
even  if  the  employee  only  works  part-time. 
The  limit  is  960  hours  during  any  fiscal  year. 
Despite  part-time  status,  membership  is  not 
optional  when  an  employee  works  more  than 
960  hours.  The  960-hour  limit  is  also  cumula- 
tive if  the  employee  works  in  more  than  one 
position.  The  limit  applies  to  all  hours  an 
employee  works  in  all  positions.  So  member- 
ship is  mandatory  for  employees  who  hold 
two  or  more  jobs  and  work  more  than  a  total 
of  960  hours. 


On  the  other  hand,  membership  is  optional/or 
an  employee  working  less  than  960  hours. 
We  placed  emphasis  on  the  employee,  because 
the  employee,  not  the  employer,  has  the 
choice.  However,  if  an  employee  initially 
declined  membership,  the  employee  becomes 
a  member  upon  exceeding  960  hours.  Once 
they  exceed  the  limit,  they  automatically 
become  members;  they  have  no  choice,  and 
they  must  fill  out  a  membership  card. 

The  employee  must  sign  a  written  waiver  to 
decline  membership.  The  employer  must 
keep  the  waiver  on  file  while  they  employ  the 
employee.  Currently  employers  may  use  the 
PERS  membership  card  for  choosing  or  de- 
clining membership.  However,  after  July  1 , 
1999,  you  must  use  a  new  form.  The  Board 
will  provide  the  forms  for  this  purpose. 

Once  an  employee  becomes  a  member,  op- 
tional membership  is  no  longer  available. 
Membership  continues  until  the  member 
terminates  service  and  withdraws  from  the 
PERS.  Members  withdrawing  from  the  sys- 
tem will  receive  a  reftind  of  their  accumulated 
contributions.  They  will  not  be  eligible  for 
any  other  benefit  fi-om  PERS. 

In  the  above  discussion,  we  assumed  the 
employee  was  not  a  member.  If  a  newly  hired 
employee  is  already  a  member,  everything 
changes.  The  statutes  define  three  types  of 
members  for  PERS,  active,  inactive,  and 
retired.  Active  members  have  contributions 
on  account  and  are  currently  contributing  to 
the  system.  Inactive  members  have  contribu- 
tions on  account  but  are  not  contributing  to 
the  system. 

(Continued  of  page  5,  Membership) 
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(Membership  continued  from  page  4) 
Retired  members  are  members  who  are  receiv- 
ing a  retirement  benefit. 

Active  and  inactive  members  never  have  a 
choice  when  hired  into  a  position  allowing 
optional  membership.  They  are  already 
members,  and  they  must  remain  members. 
Only  nonmembers  will  be  given  a  choice.  To 
become  a  nonmember,  a  member  must  with- 
draw from  the  PERS  and  have  a  30-day  break 
in  service.  Even  when  members  withdraw, 
they  will  not  have  a  choice  unless  they  have  a 
30-day  break  in  service.  For  example,  m  the 
following  situations,  membership  is  not 
optional: 

An  active  member  accepts  a  position 
which  provides  less  than  960  hours  per 
fiscal  year.  The  member  remains  an  active 
member. 

An  inactive  member  accepts  a  position 
which  provides  less  than  960  hours  per 
fiscal  year.  The  inactive  member  remains 
a  member  but  becomes  an  active  member. 

A  member  who  is  elected  or  reelected  to 
an  office  must  continue  membership.  The 
member  does  not  get  a  new  choice  or  have 
the  option  of  declining  membership.  As 
stated  above,  an  active  member  remains 
active,  and  an  inactive  member  becomes 
an  active. 

A  member  terminates  and  withdraws  from 
the  PERS.  However,  the  person  is  hired 
into  a  PERS-covered  posifion  before  30 
days  are  up.  This  employee  is  considered 
a  member  and  does  not  have  a  choice. 

Different  restrictions  apply  to  retired  mem- 
bers. See  Title  19  Chapter  3,  Part  11,  or  call 
someone  at  the  Public  Employees'  Retirement 
Board.  Except  for  disability  retirees,  they  do 


not  have  to  become  active  members.  A  retiree 
may  become  an  active  member,  but  we  will 
stop  the  retiree's  retirement  benefit.  If  retir- 
ees become  active  members,  they  will  make 
contributions  and  receive  credit  for  the  ser- 
vice. They  may  re-retire  later. 


ABSENCES  DUE  TO 
ON-THE-JOB  ACCIDENTS 

The  1999  Legislature  expanded 
the  rights  of  a  member  who  is  absent 
from  work  due  to  a  work  related  injury. 
This  provision  is  effective  for 
members  of  PERS,  HPORS,  SRS, 
and  GWPORS.  If  your  employee  is 
injured  while  on-the-job,  they  may 
purchase  this  time  for  service  credit 
upon  their  return  to  work.  When  the 
employee  returns  to  work,  they  must 
complete  a  form  indicating  their 
preference  to  (1)  qualify  the  absent 
service  or  (2)  waive  the  right  to  qualify 
this  service. 

If  they  choose  to  qualify  this 
service,  you  must  complete  the  forms 
which  are  attached  to  the  election 
form.  Upon  receiving  the  completed 
forms,  a  cost  statement  will  be 
generated  for  the  members  and  you 
will  receive  a  bill  for  the  outstanding 
employer  balance  due. 

As  an  employer,  it  is  your 
responsibility  to  ensure  that  every 
member  absent  due  to  a  job  related 
injury  completes  an  election  form, 
regardless  of  the  election  choice. 


Public  Employees '  Retirement  Board 


BENEFICIARIES 

Under  some  circumstances,  benefits  may 
be  payable  after  a  member's  death.  A 
member's  retirement  system  will  owe 
benefits  after  a  member's  death  in  the 
following  cases;  if  a  member  dies  before 
retiring;  or  if  a  member  did  not  receive 
benefits  equal  to  the  value  of  the  mem- 
ber's contributions. 

The  statutes  in  some  systems  require 
payment  to  a  specific  person,  such  as  a 
spouse.  If  no  statutory  beneficiary  sur- 
vives a  member,  the  member  can  tell  us 
who  should  receive  the  money.  In  some 
systems,  like  PERS,  the  statutes  do  not 
name  a  person,  so  a  member  can  decide 
who  gets  the  benefit. 

When  a  member  was  hired,  they  filed  a 
membership  card  naming  one  or  more 
beneficiaries.  When  a  member  retires, 
we  will  ask  them  to  designate  beneficia- 
ries on  a  new  form.  They  can  also  desig- 
nate new  beneficiaries  then.  With  a 
change  in  the  law,  a  member  can  now 
name  a  trust  or  a  charitable  organization 
as  a  beneficiary.  A  member  may  name 
any  charitable  organization,  but  a  trust 
may  only  be  for  the  benefit  of  a  natural 
person.  Of  course,  a  natural  person  may 
still  be  a  beneficiary. 

Because  a  member  may  designate  trusts 
and  charitable  organizations,  they  may 
want  to  change  their  beneficiaries.  In 
addition,  marriage,  divorce,  death  or  birth 
may  change  whom  a  member  wants  as  a 
beneficiary.  A  member  may  change 
beneficianes  by  filing  the  proper  forms 
with  the  Board.  To  obtain  the  forms, 
contact  the  Board. 


YEAR  2000? 
NO  PROBLEM! 

You  have  probably  heard  of  "Y2K." 
The  year  2000  issue  refers  to  the  fact 
that  many  computer  programs  use 
only  the  last  two  digits  to  refer  to  a 
year.  Therefore,  both  1900  and  2000 
would  be  referred  to  as  "00".  Com- 
puter programs  must  be  adjusted  to 
recognize  the  difference  between 
those  two  years  or  the  programs  may 
fail  or  create  errors. 

The  Board  took  a  very  serious  ap- 
proach to  this  issue.  Several  months 
ago  a  plan  of  action  was  initiated  to 
ensure  our  systems  were  compliant. 
As  of  April  30,  1999  both  the  active 
member  and  retiree  data  bases  be- 
came Y2K  compliant. 


REPORTING 
WORKING  RETIREES 

When  filling  out  the  working  retiree 
certification  forms,  please  complete 
both  sides  including  hours,  rate  of 
pay,  total  wages  and  column  totals. 

Remember,  the  retiree  and  you  must 
sign  the  form. 
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PAYROLL  REPORTING  ISSUES 


JUNE  PAYROLL  REPORT  DUE  DATE 

The  June  payroll  reports  are  due  no  later 
than  July  15,  1999  Please  send  this 
report  as  early  as  possible.  In  doing  so, 
you  help  us  produce  and  send  the  Annual 
Statements  to  members  sooner. 

PERS  CONTRIBUTION  RATES 

Effective  with  your  July  1999  payroll  re- 
port, the  PERS  contribution  rates  will 
change  The  employee  rate  for  all  em- 
ployees will  increase  to  6.9%.  The  em- 
ployer rate  for  local  governments  and 
school  districts  will  increase  to  6.8%  and 
the  state  will  contribute  0.1%.  For  all 
state  agencies  and  the  university  system, 
the  employer  rate  will  be  6.9%.  All  other 
retirement  systems  remain  the  same  for 
July  1999.  However,  SB  434  will  affect 
the  MPORS  rates  in  January  2000. 

ADJUSTMENTS 

If  you  fail  to  withhold  retirement  contribu- 
tions for  an  employee,  please  do  not 
correct  the  error  through  payroll  reporting. 
You  must  send  us  a  letter  explaining  the 
error.  DO  NOT  send  payment  with  the 
memo.  Additional  costs,  such  as  interest, 
may  be  involved.  Include  the  employee's 
name,  social  security  number,  and  a 
monthly  breakdown  of  salary,  contribu- 
tions, and  hours  worked.  We  will  send 
you  a  bill  for  the  employee's  and  em- 
ployer's share,  and  any  other  charges. 

TURNAROUND  DOCUMENT 

Your  payroll  reports  are  important.  They 
must  be  complete  and  sent  to  us  on  time. 
Listed  below  are  a  few  problem  areas: 


Terminate  employees  on  the  last 
payroll  report  on  which  you  will  report 
them. 

You  must  report  the  hours  an  em- 
ployee works. 

List  new  employees  on  the  'new  em- 
ployee' page.  Please  include  all  the 
following  data:  hire  date,  hourly  rate,  if  full 
or  part  time,  and  if  permanent,  seasonal 
or  temporary.  A  completed  membership 
card  must  accompany  the  payroll  report 
on  which  you  first  report  the  new  em- 
ployee. 

ELECTRONIC  MEDIA  REPORTING 

If  you  report  by  electronic  file  transfer  or 
on  a  diskette,  ensure  you  include  the 
above  data.  You  must  remember  to  send 
us  a  membership  card  for  each  new  em- 
ployee. Currently,  about  150  agencies 
report  electronically.  Listed  below  are  a 
few  problem  areas: 

After  copying  a  file,  ensure  the  entire 
file  is  on  the  diskette,  and  it  is  correct.  If 
we  must  contact  you  to  correct  the  file, 
processing  is  delayed.  Late  reports  also 
delay  refunds  which  require  the  report  for 
verification. 

If  your  agency  type  and  number  are 
not  on  your  computer  report,  please  write 
them  in  for  us.  This  also  applies  to  the 
month  being  reported.   It  saves  us  time. 

You  may  not  make  net  changes  on  a 
payroll  report.  If  you  must  adjust  a  prior 
report,  DO  NOT  make  a  net  change  in  the 
current  month.  Send  a  memo  listing  the 
month  or  months  to  be  corrected.  Include 
the  employee's  name,  social  security 
number,  and  a  monthly  breakdown  of 
salary,  contributions,  and  hours. 
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MEMBERSHIP  CARDS 

It  seems  this  is  an  area  of  continual  con- 
cerns, both  for  you  and  us.  You  must 
send  membership  cards,  whether  for  new 
members  or  other  changes,  WITH  YOUR 
PAYROLL  REPORT  If  mailed  sepa- 
rately, they  take  longer  to  process,  be- 
cause we  must  match  them  to  a  report. 
They  are  also  more  easily  misplaced  We 
do  not  want  to  frustrate  employees  by 
requinng  them  to  complete  another  card. 
Please  send  the  cards  with  your  pay- 
roll report 


You  must  have  all  new  members  com- 
plete a  membership  card  when  they  are 
hired.  This  card  is  a  very  important  docu- 
ment. The  card  confirms  important  infor- 
mation about  the  member.  It  also  pro- 
vides us  the  member's  beneficiary  infor- 
mation should  something  happen  to  the 
member. 

Retired  members  may  not  use  member- 
ship cards  to  change  a  beneficiary.  If 
they  have  any  questions  regarding  this, 
please  have  them  contact  our  office. 


CHECK  LIST  FOR  MEMBERSHIP  CARDS 

1.  All  information  on  membership  cards  must  be  completed:  names,  dates,  sex,  birthday, 
and  beneficiary  information.  Ensure  that  "P"  primary  or  "C"  contingent  are  circled  for  each 
listed  beneficiary. 

2.  The  witness  must  be  someone  other  than  the  beneficiary. 

3.  Make  sure  the  member  signs  the  card. 

4.  A  member's  signature  must  exactly  match  the  name  on  the  front  of  the  card. 

5.  The  member  must  use  the  complete  first  name,  not  just  an  initial. 

6.  The  member  must  be  listed  on  the  payroll  report  which  the  card  accompanies. 

7.  The  social  security  number  on  the  card  must  match  the  one  on  the  payroll  report. 

8.  The  member  must  complete  the  appropriate  card.  The  system  name  is  on  the  card, 
and  they  are  different  colors.  PERS  is  white.  SRS,  GWPORS,  and  JRS  are  yellow. 
HPORS,  MPORS,  and  FURS  are  blue. 

9.  Send  the  original  card  not  a  photo  copy. 


6.000  copies  ot  this  public  document  were  published  ai  an  eslimated  cosl  ot  286  per  copy,  lor  a 
lolal  cosl  ol  SI  ,680  00,  which  includes  $1 ,680  00  for  pnnling  and  $.00  tor  distribution 
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